
Rep. Sestak Votes to Enhance Venture Capital and Angel Network Access to Small Business Owners

  

Washington, DC– Last evening, Congressman Joe Sestak (D-PA) voted for passage of the
Small Business Improvements Act of 2007 (H.R. 3567) which will make enhancements to the
Small Business Administration’s (SBA) Small Business Investment Company (SBIC) and New
Markets Venture Capital (NMVC), two programs designed to aid small businesses, particularly
those owned by women, minorities, and in low-income areas. The bill also creates a new Angel
Investment Program to help infuse entrepreneurs with this crucial source of financing.  — “Since
2001, Delaware County has lost 762 businesses, and since 1990, over 30 percent of its
manufacturing establishments have closed their doors. These are disturbing trends that
demonstrate the importance and need to provide small businesses with greater access to
capital so that commerce can flourish, businesses can expand and create more jobs, and
improve the quality of life for all,” said Congressman Sestak. “The Small Business Investment
Expansion Act will help address capital needs for small businesses by increasing the amount of
debt carried or made available to eligible companies and enhancing access to angel networks.”
Enhancements to SBIC 
H.R. 3576 increases the maximum amount of debt an eligible company can carry or made
available to any qualified company to either 300% of a company's private capital or $150
million. For women-owned and socially-disadvantaged small businesses the limit would be
increased to $175 million and $250 million respectively.

         

Enhancements to New Markets Venture Capital 
The New Markets Venture Capital (NMVC) program supplies equity capital to venture capital
firms and entrepreneurial expertise to small businesses that serve in economically distressed
communities. H.R. 3576 requires the SBA to actively engage in activities to expand the NMVC
program. At least one company from each of the agency's geographic regions would be
selected as part of its efforts to expand the program. The legislation also reduces capital
requirements for NMVC companies primarily engaged in investment in small manufacturing
firms to $3 million. The program's capital requirement for all companies is currently $5 million. 

         

Angel Investment Program 
The bill establishes a new Office of Angel Investment within the investment division of the SBA,
to be headed by a director who would be responsible for administering two programs, the Angel
Finance Program and Federal Angel Network. The Angel Finance Program would function as a
public-private partnership between the agency and privately organized "angel groups" that
would consist of ten or more accredited investors who are licensed by the SBA specifically for
the purpose of making investments to early stage small businesses. 
In exchange for complying with the program's licensing and investment requirements, the
legislation provides angel groups with up to $2 million in financing from the SBA. Financing that
groups receive would be invested in local small businesses with an equal or greater amount of
private investment capital raised by individual groups. As the groups repay the financing from
the SBA, the agency would deposit the repaid funds in an Angel Investment Fund, which would
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serve as a revolving source of leverage financing for the program to operate without regard to
fiscal year limitations. The bill authorizes $10 million in FY 2008 and a total of $50 million the
following three years for the program before it is self sufficient.

         

Finally, the bill requires SBA to make grants to entities that develop new or existing angel
groups or to increase awareness and education about angel investing. Grant recipients would
include state or local governments, nonprofit organizations, Small Business Development
Centers, and Women Business Centers. Eligible entities would be required to raise matching
funds equal to half of the grant amount.

         

Born and raised in Delaware County, former 3-star Admiral Joe Sestak served in the Navy for
31 years and now serves as the Representative from the 7th District of Pennsylvania. He led a
series of operational commands at sea, including Commander of an aircraft carrier battle group
of 30 U.S. and allied ships with over 15,000 sailors and 100 aircraft that conducted operations in
Afghanistan and Iraq. After 9/11, Joe was the first Director of "Deep Blue," the Navy's
anti-terrorism unit that established strategic and operations policies for the "Global War on
Terrorism." He served as President Clinton's Director for Defense Policy at the National Security
Council in the White House, and holds a Ph.D. in Political Economy and Government from
Harvard University.  According to the office of the House Historian, Joe is the highest-ranking
former military officer ever elected to the U.S. Congress. 

 2 / 2


